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The Department of Health and Hospitals (DHH) 
oversees Louisiana’s only Medicaid managed care 
program, CommunityCARE.  The CommunityCARE 
program was established in 20 rural parishes to provide 
more efficient and cost-effective services to Medicaid 
recipients. The program is also to provide recipients 
with increased access and quality of care.  The overall 
program goal is to reduce health care costs by 
encouraging more appropriate use of health services. 
 

In state fiscal year 2000, DHH estimated that CommunityCARE 
served approximately 75,000 recipients at a cost of $115.4 million.  DHH’s 
CommunityCARE staff of three oversee a private contractor, Birch & Davis 
Health Management Corporation.  Birch & Davis administers the daily 
operations of the program.  In calendar year 2000, the contract cost plus 
DHH’s administrative expenses were approximately $1.5 million. 
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Audit Results 

DHH has not established a formal process to monitor the Birch & Davis 
contract. 

DHH’s monitoring efforts have little impact on ensuring provider 
compliance or appropriateness of patient treatment. 

DHH estimates show fluctuating savings in the CommunityCARE 
Program. 

The CommunityCARE staff do not monitor for unnecessary utilization of 
health services. 

CommunityCARE seems to have reduced the use for emergency room 
doctor services for Temporary Assistance to Needy Family (TANF) 
recipients in calendar year 2000. 

Daniel G. Kyle, 
Ph.D., CPA,CFE 

 
Legislative 

Auditor 
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COST SAVINGS and 
APPROPRIATE USE of SERVICES   

What We Found 
DHH estimates show inconsistent savings.  The 
chart below shows that DHH estimates the 
CommunityCARE program saved $7.7 million 
from 1992 to 1994, $83,514 from 1995 to 1997, 
and $13.7 million from 1999 to 2000. 

 

Baseline methodology used by DHH may 
inflate DHH’s savings projections. 

 
CommunityCARE’s statewide expansion may 
save money, but the amount is indeterminable 
because of the following factors: 

♦ Potential cuts and/or reinstatements of 
covered Medicaid services 

♦ Future increases/decreases in the monthly 
management fee and the Medicaid 
reimbursement rates paid to providers 

♦ Increase in number of eligibles (including 
Louisiana Children’s Health Insurance 
Program eligibles) 

♦ Increases/decreases in the number of 
participating providers 
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The CommunityCARE staff does not monitor 
for unnecessary utilization of services. 

♦ DHH does not use its monthly utilization 
reports to monitor providers for potential 
over-utilization. 

♦ In ten months of calendar year 2000, 107 
providers exhibited 216 instances where 
the number of services they provided 
exceeded the overall average number of 
services per hundred patients.  

Health services utilization patterns for TANF 
and Supplemental Security Income (SSI) 
populations differ.  For TANF recipients, the 
average decrease in services utilization in 
CommunityCARE parishes for calendar year 
1998 to 2000 was 1%.  The average decrease 
in Non CommunityCARE parishes for the 
same time period was 2%.  For the SSI 
population, the health care services utilization 
in CommunityCARE parishes for calendar 
year 1998 to 2000 stayed constant, while Non 
CommunityCARE parishes increased 4% in 
the same time period. 

 

CommunityCARE seems to have a reduced 
use of emergency room services in calendar 
year 2000 for its TANF recipients. 
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What We Found 
 

DHH does not follow an established process to 
monitor the Birch & Davis 
contract. 

♦ DHH does not review 
monthly reports sent by its 
contractor or ensure that 
reports are received  timely.   

♦ The contract requires penalties when the 
contractor fails to achieve performance 
standards outlined in the contract.  However, 
because of a lack of monitoring and oversight 
by DHH staff, there is no way to be sure that 
work was performed when promised or that 
penalties have been assessed, if necessary.  

 
DHH’s monitoring efforts have little impact on 
ensuring provider compliance. 

♦ In a review of 296 
monitoring visits done in 
calendar years 1999 and 
2000, we found that 62% 
of providers had 
documentation compliance 
deficiencies of some type.  

After two consecutive years of 
monitoring and educational efforts by 
Birch & Davis, 48% of these providers 
continued to demonstrate the same or 
similar problems.   

♦ Of the 296 monitoring visits, 165 required 
a plan of corrective action by the provider 
to correct deficiencies.  Upon a validation 
visit by Birch & Davis, 55% of the 
providers continued to have the same 
deficiencies as noted in the prior annual 
monitoring visit.   

Birch & Davis’ monitoring of providers does 
not ensure appropriateness of patient 
treatment. 

♦ Both DHH and Birch & Davis report that 
they do not check for the appropriateness 
of treatment as called for in the Health 
Care Financing Administration (HCFA) 
waiver renewal.  Instead, they only check 
for documentation in provider files.  

Recommendations 

DHH should establish a formal method to 
ensure that  Birch & Davis’ annual 
monitoring and validation visits are 
conducted as contracted.  In addition, DHH 
should ensure that all contract and waiver 
requirements are met.   

DHH should clearly define and begin 
monitoring the appropriateness of treatment 
outcomes and referrals as called for in the 
waiver.  

DHH should re-evaluate the value of the 
monitoring activities currently conducted by 
the contractor to determine how the process 
could be made more beneficial for recipient 
care.   

MONITORINGMONITORINGMONITORING   
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Recommendations 
Instead of an average number of services 
per patient, DHH should set a utilization 
standard to measure providers against.  
DHH should also require that providers give 
explanations when services exceed this 
standard. 

DHH should ensure that the baseline 
methodology for calculating cost savings 
considers the differences between rural and 
urban parishes. 

LOUIS IANA LEGISLATIVE AUDITOR 
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This document is produced by the Legislative Auditor, State of Louisiana, 
Post Office Box 94397, Baton Rouge, Louisiana 70804-9397 in accor-
dance with Louisiana Revised Statute 24:513.  Eighty copies of this public 
document were produced at an approximate cost of $247. This material 
was produced in accordance with the standards for state agencies estab-
lished pursuant to R.S. 43:31.  This document is available on the Legisla-
tive Auditor’s Web site at http://www.lla.state.la.us:80/perform. 
 
In compliance with the Americans with Disabilities Act, if you need special 
assistance relative to this document, or any documents of the Legislative 
Auditor, please contact Wayne “Skip” Irwin, Director of Administration, at 
225-339-3800. 

LOUIS IANA LEGISLATIVE AUDITOR 

Louisiana 
Legislative Auditor 

1600 N. 3rd Street 
P.O. Box 94397 
Baton Rouge, LA  

70804-9397 
 
 
 
 

Need More 
Information? 

 

For a copy of the 
complete  

performance audit 
report, visit our 

Web site at 
 

www.lla.state.la.us. 
 

Questions? 
Call Dan Kyle at 
225-339-3800. 
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Dear Senator Hainkel and Representative DeWitt:

This report gives the results of our performance audit of the Department of Health and
Hospitals’ CommunityCARE program.  The audit was conducted under the provisions of Title
24 of the Louisiana Revised Statutes of 1950, as amended.

This performance audit report contains our findings, conclusions, and recommendations.
Appendix C contains the department’s response.  I hope this report will benefit you in your
legislative decision-making process.

Sincerely,

Daniel G. Kyle, CPA, CFE
Legislative Auditor
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Performance Audit
Department of Health and Hospitals -

CommunityCARE Program
Executive Summary

The Department of Health and Hospitals (DHH) oversees Louisiana’s only Medicaid
managed care program, CommunityCARE.  In state fiscal year 2000, DHH estimated that
CommunityCARE served 75,000 recipients at a cost of $115.4 million. A private contractor, Birch
& Davis Health Management Corporation, administers the daily operations of the program. The
contractor administers recipient outreach/enrollment/linkage, annual monitoring of providers and
data compilation/report generation. In calendar year 2000, the contract amount plus DHH
administrative expenses cost approximately $1.5 million.

This performance audit reviews the annual monitoring of providers, projected cost-savings
and the quality/appropriate use of services provided through the CommunityCARE program vs.
traditional Medicaid services.  The results are as follows:

Cost Savings: (See pages 8 through 11 of the report.)
♦ Flawed methodology shows fluctuating and potentially inflated cost savings.

• DHH estimates show fluctuating savings.

• Baseline methodology may inflate savings projections.

♦ CommunityCARE expansion should save money, but the amount is indeterminable.

Appropriate Use of Services: (See pages 11 through 15 of the report.)
♦ CommunityCARE staff do not monitor for unnecessary utilization of services.

♦ Utilization data for TANF and SSI populations differ.

♦ CommunityCARE seems to reduce emergency room services in calendar year 2000.

Monitoring: (See pages 17 through 21 of the report.)
♦ DHH has an informal process to monitor the Birch & Davis contract.

♦ Birch & Davis’ annual monitoring has little impact on ensuring provider compliance.

♦ Birch & Davis’ annual monitoring of providers does not ensure appropriateness of
patient treatment.
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Audit Initiation and Objectives

Louisiana Revised Statute (R.S.) 24:513(D)(2) directs the Legislative Auditor to conduct
performance audits, program evaluations, and other studies to enable the legislature and its
committees to evaluate the efficiency, effectiveness, and operations of state programs.  The
National State Auditors Association (NSAA) is currently conducting a national audit on
Medicaid managed care. However, the NSAA audit focuses on capitated, full-risk managed care
arrangements and Louisiana does not currently have this type of arrangement.  Therefore, we
conducted a performance audit of Louisiana’s primary care case management (PCCM)
arrangement called CommunityCARE, which is administered by the Department of Health and
Hospitals (DHH).  The audit scope and methodology are described in Appendix A.  The audit
objectives are as follows:

1. Is CommunityCARE meeting its goals of cost savings and appropriate use of
health care services?
 Has the program saved the state money?

 Has the program resulted in more appropriate use of health care services?

2. Do DHH’s monitoring efforts ensure that the CommunityCARE waiver
requirements are met?
 Does DHH’s monitoring of the Birch & Davis contract ensure that

Birch & Davis is meeting its work plan obligations?

 Does Birch & Davis’ monitoring of providers ensure that providers adhere
to CommunityCARE waiver requirements?

Medicaid Managed Care

Medicaid is a jointly funded, federal-state health insurance program for certain low-
income needy people.  In 1999, the Health Care Financing Administration (HCFA) reported that
Medicaid covered approximately 42 million Americans at a cost of $154.3 billion.  Medicaid
recipients include children, the aged and/or disabled, and people who are eligible for medical
assistance because of low income.

Over the last decade, rising costs of health care have created a need for state Medicaid
agencies to shift from traditional Medicaid systems to some type of managed care system.
According to the DHH’s 1998-99 Annual Report on the state’s Medicaid program, managed care
is the coordination of health care for maximum benefit and to avoid duplication, unnecessary or
dangerous combinations of care.  The Kaiser Commission on Medicaid (an independent
organization that studies and reports on health care issues) states that managed care is designed
to reduce health care costs by eliminating inappropriate and unnecessary services and relying
more heavily on primary care and coordination of care.
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Two of the most prevalent types of managed care are defined as follows:

1. Managed Care Organizations (MCO) (risk-based plans) - An MCO is an
entity that has entered into a risk contract with a state Medicaid agency to provide
a specified package of benefits to Medicaid enrollees in exchange for a monthly
payment on behalf of each enrollee.

2. Primary Care Case Management (PCCM) (fee for service/case
management) - A PCCM is a type of arrangement where one entity contracts
with providers who serve as primary care physicians (PCPs).  These PCPs act as
gatekeepers approving and monitoring services.  The contractor pays the
providers a monthly management fee in addition to the regular fee-for-service.

Medicaid Managed Care in Louisiana

Louisiana’s Medicaid managed care program CommunityCARE, authorized by Title
XIX, Section 1915(b) of the federal Social Security Act, currently operates in 20 rural parishes.1
Under this section of the federal law, state Medicaid agencies may obtain waivers that allow
them to implement a primary care case management system.  This PCCM can limit freedom of
choice of providers and also limit the areas where the program is implemented.

Exhibit 1 on page 5 highlights those parishes with CommunityCARE.  CommunityCARE
links certain Medicaid recipients to a PCP.  The target populations of the program are Medicaid
recipients who receive Temporary Assistance for Needy Families (TANF) or Supplemental
Security Income (SSI) benefits.  These populations include the following:

• TANF-related includes low-income adults and children who are eligible for
medical assistance based on specific income thresholds (excludes foster children
or children receiving adoption assistance as well as Office of Youth Development
clients).

• SSI-related includes low income elderly, blind and other people with disabilities
(excludes residents of nursing facilities and long-term institutions, recipients
65 years and older, Medicare Part A & B beneficiaries, and Medically Needy
Recipients).

According to data from DHH, the department established the CommunityCARE program
to provide efficient and cost-effective services to Medicaid recipients as well as to provide
recipients with increased access and quality of care.2  The overall program goal is to reduce
health care costs by encouraging more appropriate use of health services.  Other goals of the
program include the following:

                                                          
1 In August 2001 (after our fieldwork ended), CommunityCARE expanded to seven additional parishes.
2 According to the Office of Primary Care and Rural Health, Louisiana was ranked the most unhealthy state in
America in 1998.  A major explanation for Louisiana’s poor health status is the lack of access to routine and
preventive care.
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 Provide a “medical home” for Medicaid recipients

 Strengthen the patient/physician relationship

 Promote the educational preventive aspects of health care (PCP provides ongoing
education to recipients.)

 Promote the responsibility of the recipient to use health care resources
appropriately (Recipient must call his/her PCP before going to any other
physician, clinic, or hospital.)

 Support use of quality health care within the recipient’s community

DHH estimates that in state fiscal year 2000 the program served approximately 75,000
recipients at a cost of $115.4 million.  According to the 2001 Louisiana Health Report Card,
CommunityCARE has 142 enrolled providers employing a total of 238 physicians.  Appendix B
lists the number of primary care physicians by parish.  DHH pays CommunityCARE providers a
management fee of $3 per recipient per month, in addition to the normal Medicaid fee for
service, to manage recipients’ health care.

Three full-time DHH employees oversee the CommunityCARE program. However, most
of the program is administered by a health care management contractor, Birch & Davis, with
whom DHH has a three-year $4.2 million contract (1999-2001).  In state fiscal year 2000, the
contract amount was approximately $1.5 million, but according to the waiver application, the
department paid $1,308,332.  Birch & Davis oversees the following activities:

1. Recipient outreach and linkage to PCPs

 Notify and assign new eligible recipients
 Maintain a toll-free hotline for complaints, PCP selection and changes,

and other information

2. Administration

 Maintain recipient eligibility and provider files

3. Monitoring

 Certify new providers
 Evaluate the 24-hour accessibility of providers
 Conduct annual monitoring visits to determine compliance
 Conduct consumer satisfaction surveys

4. Data compilation and report generation

In addition, Birch & Davis contracts with DHH’s fiscal intermediary, Unisys, who is
responsible for the Medicaid Management Information System (MMIS).  MMIS is the claims
processing system for Medicaid provider billing.  Unisys generates various CommunityCARE
reports for DHH and the contractor to review and analyze.
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Issue for Further Study

One issue came to our attention that we did not pursue because the issue was outside the
scope of the audit.

Referral system allows non-unique referral numbers to be used.   When a PCP refers
a client to a specialist, a referral number must be included, which is the same as the PCP’s
Medicaid provider number, to be reimbursed for services.  However, the referral number is not
unique for each referral.  The current system could result in specialists using referral numbers
repeatedly for services that the PCP did not refer or for services that were not provided.
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Exhibit 1

CommunityCARE Parishes in Louisiana
January 2001

Source:  Prepared by legislative auditor’s staff from maps in the Louisiana Office of Primary Care and Rural Health
publication, Louisiana Health Report Card.
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Cost Savings and Appropriate Use
of Health Care Services

Is CommunityCARE meeting its goals of cost savings and
appropriate use of health care services?

It appears that the CommunityCARE program has met its goal of cost savings.
However, the methodology used by DHH in the first waiver period may have inflated the cost
savings projections.   Although estimates show overall cost savings for the CommunityCARE
program, those savings have been inconsistent through the first three waiver periods.
Furthermore, although the CommunityCARE expansion statewide may save money, an exact
amount cannot be determined because of many variables.

We could not determine with certainty whether DHH met its goal of ensuring appropriate
use of health care services.  The department does not use its utilization information, which shows
how frequently recipients use services, to monitor providers.  By monitoring and controlling
these patterns, DHH could better guide the CommunityCARE program toward its goal of
ensuring appropriate use of health care services as well as keeping costs down.  Our review of
DHH claims data gives inconsistent results on decreasing utilization rates for services over a
three-year period.  However, for the TANF population during year 2000, our analysis shows
CommunityCARE recipients used emergency room doctors less often for routine medical care
for two of three diagnoses than non-CommunityCARE recipients.

Recommendation 1:  Instead of an average number of services per patient, DHH should set
utilization standards against which providers are measured.  DHH should also require that
providers give explanations when services exceed this standard.

Management's Response:  The department partially agrees.  The department
recognizes the limitations with the current utilization reports and plans to develop a
protocol to enhance the report.  Consideration must be given to the provider’s case mix
and the need for adjusting for the severity of illness of enrollees.

Recommendation 2:  DHH should ensure that the methodology for calculating cost savings
considers the differences between rural and urban parishes.

Management's Response:  The department disagrees.  The department will use
a federally designed methodology that compares each parish’s performance under fee-
for-service prior to implementation of CommunityCARE.  Each parish is essentially
compared to itself.
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Cost Savings

DHH Estimates Show Fluctuating Savings

Since the CommunityCARE program’s inception in 1992, DHH has estimated
approximate cost savings of $21 million.  However, the savings have fluctuated through the
years as shown in Exhibit 2 below.  In the first waiver period (1992-1994), DHH estimated the
cost savings to be $7,703,780.  In the second waiver period (1995-1997), DHH estimated the
cost savings to be $83,514.  In the third waiver period (1998-2000), DHH reported actual savings
of  $13,705,601.

Exhibit 2

DHH’s Cost Savings Estimates for the CommunityCARE Program
From 1992 to 2000
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$13,705,601
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Note:  Because the HCFA waiver renewal is a long process, HCFA commonly grants extensions
to DHH.  It is because of these extensions that DHH’s estimated cost savings do not show any
estimates for 1998.  Also, parts of 1994, 1995, and 1997 were not included in any waiver period
because they had an extension at that time.  Consequently, a cost savings estimate would not have
been calculated during those times.
Source:  Prepared by legislative auditor’s staff using cost savings data obtained from DHH.

HCFA requires that DHH report actual cost savings from the previous two years and
estimates the cost savings for the next two years in order to renew the waiver every two to three
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years.  DHH’s staff prepare the cost savings section of the waiver renewal using data obtained
from DHH’s fiscal intermediary, Unisys.

According to DHH’s staff, there are many reasons for the inconsistent cost savings’
estimates.  DHH had to adjust HCFA’s formula for estimating cost savings to fit its PCCM
program.  HCFA designed the formula to fit a different type of managed care program.
According to DHH’s staff since it was DHH’s first time with this baseline methodology, the
savings appeared reasonable at the time.  However, the savings estimate may have actually been
overstated.

The original methodology used historic costs and growth rates to project future costs.
Because in 1992 Louisiana did not have any previous waiver program data to work with, DHH
on advice from HCFA compared its proposed waiver program with another state’s PCCM
program (Kentucky’s KenPac).  DHH made the assumption that enough similarities existed
between the two state programs to expect similar cost reductions to occur. However, there is no
assurance that the rate of enrollment and the cost savings in the two original parishes (Claiborne
and Red River) is representative of the rate of enrollment and cost savings that occurred in the
parishes added later.

Furthermore, DHH officials state that this methodology will be used again when the
program is implemented statewide.  DHH must be sure that the 20 original baseline parishes’
collective growth rate is comparable to the other 44 new parishes before making any projections.

For the second waiver, DHH used a different methodology.  According to DHH’s
Research and Development staff, this new methodology gave a more accurate picture of the cost
savings.  The department was now comparing parishes with CommunityCARE to parishes with
similar characteristics without CommunityCARE.  In addition, the contract with Birch & Davis
for the management of the CommunityCARE program also took effect in the second waiver
period, which increased administrative costs and thus caused a reduction in savings.  According
to DHH staff, the initial Birch & Davis contract was very expensive because of start-up costs,
which greatly diminished the cost savings of the program.

For the third waiver, DHH had gained experience with its new methodology and was able
to get a better estimate of program costs.  The cost of the Birch & Davis contract and the
management fee also decreased. Together, these changes led to a much higher projected cost
savings for the third waiver period.

Higher than achievable savings estimates could lead to potential budget shortfalls for
DHH.  In addition, the methodology that DHH used to develop savings estimates could also
cause the CommunityCARE program to appear more or less cost efficient than it actually is.
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CommunityCARE Expansion May Save Money, but the Amount
Cannot Be Determined

We attempted to estimate the savings of the statewide expansion of the
CommunityCARE program as compared to regular Medicaid services.  However, a firm estimate
cannot be determined because of many factors such as:

• Potential cuts and/or reinstatements of covered Medicaid services

• Incentives to enroll CommunityCARE providers may be necessary

• Future increases in the Medicaid reimbursement rates to providers

• Initial adjustment periods may be necessary before utilization patterns become
similar to those in CommunityCARE parishes

• The increasing number of eligibles that the program will have to serve with the
expansion, in addition to the LaCHIP children and parents who will be eligible for
the CommunityCARE program

• A potential increase, decrease, or re-structuring in the current $3 per patient
monthly management fee paid to each provider

• A change in the number of providers participating in the CommunityCARE
program

• The effect of expansion into urban areas is unknown as the program has been
restricted to rural areas

According to HCFA’s waiver renewal form, DHH must report the cost savings of the
CommunityCARE program two years in retrospect for each waiver renewal.  The department
must also project the difference between the total costs with the waiver and without the waiver
two years into the future, which are the estimated cost savings of the program.  Based on
assumptions that the department is making, the state should save money with the statewide
expansion of the CommunityCARE program by reducing unnecessary emergency room visits,
frequent changes in doctors, and unnecessary testing.

We found that other states with similar programs also estimate cost savings.  Exhibit 3
shows Louisiana’s CommunityCARE program’s and three other southern states’ programs’
enrollment, management fees, and estimated cost savings.
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Exhibit 3

Enrollment, Fees, and Estimated Cost Savings for
PCCM Programs in Certain Southern States

State
Area

Covered Enrollment
Management

Fee Per Patient
Estimated Cost

Savings Waiver Period

Louisiana
20 Rural
Parishes 75,000 $3 $13.7 million

June 29, 1998, to
June 28, 2000

Kentucky Statewide 242,000 $4-$5 N/A* N/A

Arkansas Statewide 192,000 $3 $153 million
Nov. 1, 1996, to
Oct. 31, 1998

Georgia Statewide 680,000 $3 $391 million
Dec. 15, 2000, to
Dec. 14, 2002

*Since the KenPAC program only recently added the SSI population, Kentucky was unable to provide any cost
savings data.

Source:  Prepared by legislative auditor’s staff using information currently available on the HCFA’s Web site and
through telephone interviews with Kentucky, Arkansas, and Georgia state officials.

Overall, Louisiana currently has a smaller PCCM program (20 parishes) than the three
other states, which implemented their programs statewide. The management fees are the same as
Louisiana in Arkansas and Georgia; however, Kentucky uses a sliding scale for the management
fee based on provider performance.

Utilization of Health Care Services

CommunityCARE Staff Do Not Monitor for Unnecessary Utilization
of Services

CommunityCARE staff do not use monthly utilization reports to monitor providers for
potential overutilization of health care services.  DHH sends utilization reports every month to
all providers who have over 100 recipients assigned to their care or linkages.  The utilization
reports show the average number of times that each patient linked to the provider used various
medical services in a month. For example, emergency room visits, laboratory services, pharmacy
services, and physician office visits are all types of services that would be shown on utilization
reports.  Any services provided that are significantly above a calculated overall per-patient
average are flagged as cases of potential overutilization.  We found that for 107
CommunityCARE providers in ten months in calendar year 2000, there were 216 instances
where the average number of services provided per hundred patients was significantly above the
overall average for that service.  However, CommunityCARE staff perform only limited
follow-up on whether these cases actually involve overutilization.
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According to CommunityCARE staff, the primary purpose of these reports is to allow the
providers to see how they compare to their peers.  However, DHH does not consult with or
require an explanation from providers who show service levels significantly above the overall
average.

Unlike Louisiana, both Arkansas and Georgia have public contractors that produce and
review provider utilization reports as a method of monitoring the utilization of providers.  In
Arkansas, the utilization reports are given directly to the state medical director and a peer panel.
The providers are questioned and attempts are made to educate them on better health care
delivery methods, such as the use of generic prescription medications instead of name brand
prescriptions.  Georgia’s Institute for Health Administration also takes an active role in
reviewing the utilization reports.  Officials there reported managing a program that highlights all
providers with utilization problems.  They resolve the issues by consulting with each provider
and taking further actions, if necessary.

While the CommunityCARE staff do not actively track or monitor utilization patterns of
providers, DHH’s Surveillance and Utilization Review System (SURS) performs ongoing
utilization reviews of all Medicaid providers.  SURS will open cases on providers who show up
on exception reports or who have complaints against them.  However, SURS does not evaluate
whether recipients are using health care services in the manner envisioned by CommunityCARE.
In 1999 and 2000, SURS opened cases on approximately 60% of CommunityCARE providers.
However, SURS reviewed these cases using its standard criteria rather than having criteria that
are specific to CommunityCARE.  For example, SURS could add checks for proper use of
specialists and referrals.

Utilization Data for TANF and SSI Populations Differ

Although there have been some decreases in utilization of services for CommunityCARE
parishes, the results differ between the TANF and SSI populations.  An overall goal of managed
care and the CommunityCARE program is to reduce costs by encouraging more appropriate use
of health care services.  Unnecessary services are intended to decrease with the presence of the
CommunityCARE program in the 20 assigned parishes.

We reviewed DHH utilization data for calendar years 1998 through 2000, which
compared units of service in CommunityCARE parishes to non-CommunityCARE parishes.  We
expected to see that the number of units of services per category3 used by the eligible
CommunityCARE recipients was less than that used by non-CommunityCARE Medicaid
recipients.

We found that, in the TANF-related population, the average decrease in utilization for all
medical service categories in CommunityCARE parishes was 1%, while the overall decrease for
non-CommunityCARE parishes was 2%.  Although the percentage decreases are close, the non-
CommunityCARE parishes’ utilization actually decreased more than the parishes who had the

                                                          
3 DHH measures utilization in five primary service categories.  They are physician services, outpatient hospital
services, lab/x-ray services, pharmacy services and inpatient hospital services.
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program. In the SSI population, as Exhibit 4 shows, the utilization in all service categories
stayed the same in CommunityCARE parishes while service utilization increased 4% for
the non-CommunityCARE parishes.  Therefore, the cost of providing services to the
non-CommunityCARE SSI population may also be higher.

Exhibit 4

Average Change in Use for All Service Categories
Calendar Years 1998 through 2000

Source:  Prepared by legislative auditor’s staff using cost savings data obtained from DHH’s Division of
Research and Development.

DHH utilization data show different utilization patterns between the TANF and SSI
populations.  CommunityCARE does not seem to have a significant impact on reducing
utilization and, consequently, the cost of services for the TANF population.  However, utilization
and costs for the SSI population were constant in the CommunityCARE parishes while they
increased in the non-CommunityCARE parishes (regular Medicaid population).  Furthermore,
the Kaiser Commission reported that in 1998, adults and children in low-income families
(TANF) made up nearly three-fourths of Medicaid beneficiaries, but they accounted for only
25% of Medicaid spending.  The elderly and disabled (SSI) made up slightly more than one-
fourth of Medicaid beneficiaries, but they accounted for a majority (67%) of spending because of
their intensive use of acute and long-term care services.  In terms of saving the state money, the
CommunityCARE program seems more beneficial with SSI recipients.
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CommunityCARE Seemed to Reduce Use for Emergency Room
Doctor Services in Calendar Year 2000

We sampled Medicaid paid claims for 1,000 TANF recipients in calendar year 2000 for
three common diagnoses (upper respiratory infection, urinary tract infection, and bronchitis).
Recipients in CommunityCARE parishes appeared to have a lower number of emergency
room doctor visits for the treatment of two of the three diagnoses compared to recipients in
non-CommunityCARE parishes.  The results are as follows:

Upper Respiratory Infection

• CommunityCARE recipients sought treatment from emergency room doctors
7.46% of the time.

• Non-CommunityCARE recipients sought treatment from emergency room doctors
10.53% of the time.

Bronchitis

• CommunityCARE recipients sought treatment from emergency room doctors
6.15% of the time.

• Non-CommunityCARE recipients sought treatment from emergency room doctors
14.49% of the time.

Urinary Tract Infection

• CommunityCARE recipients sought treatment from emergency room doctors
5.56% of the time.

• Non-CommunityCARE recipients sought treatment from emergency room doctors
3.85% of the time.

Exhibit 5 shows the difference in emergency room usage between CommunityCARE
recipients and non-CommunityCARE recipients for the three diagnoses analyzed.  We used the
basis “days of service” because multiple claims could be submitted for the same “day of service”
for one recipient but cover only one encounter with a physician.  For example, a recipient could
visit his/her PCP and, during this visit, the recipient could receive multiple services related to the
office visit.  In Exhibit 5, hospital emergency room visits can generate many charges but be for
only one visit on one day.  Thus, we used the basis of “days of service” to show the number of
days that an emergency room doctor charge was generated for a recipient in our sample.
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According to the results shown in Exhibit 5, the CommunityCARE program appears to
have helped reduce emergency room doctor use in calendar year 2000 for TANF recipients
diagnosed with upper respiratory infection and bronchitis.  However, non-CommunityCARE
TANF recipients diagnosed with urinary tract infection actually used emergency room doctors
less than CommunityCARE TANF recipients.  Therefore, it appears that the CommunityCARE
program was successful in limiting its TANF recipients’ use of emergency room doctors for two
of the three diagnoses that we sampled in calendar year 2000.  Continued success in limiting
unnecessary emergency room usage of the CommunityCARE recipients may lead to lower
program costs in the future.

Exhibit 5

Emergency Room Doctor Use, by Diagnosis
For Calendar Year 2000

CommunityCARE Non-CommunityCARE

Diagnosis Days of
Service

Days of Service
Using

ER Doctors % ER Use
Days of
Service

Days of Service
Using

ER Doctors % ER Use
Upper
  Respiratory
   Infection 335 25 7.46% 304 32 10.53%
Bronchitis 65 4 6.15% 69 10 14.49%

Urinary Tract
   Infection 54 3 5.56% 52 2 3.85%
Source:  Prepared by legislative auditor’s staff using Medicaid paid claims data obtained from Unisys for
calendar year 2000.
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Monitoring Efforts

Does DHH’s monitoring efforts ensure that CommunityCARE
program requirements are met?

DHH seems to be ensuring that most CommunityCARE program requirements are met.
However, DHH does not have a formal monitoring process to review and verify data in reports
from Birch & Davis.  Consequently, DHH cannot be sure that the contractor is meeting all
requirements in its contract agreement.  Without a monitoring process, DHH may not have
collected penalties that could have been withheld from the contractor.

In addition, Birch & Davis’ monitoring efforts on behalf of DHH do not appear to have
significant impact on ensuring that providers comply with program requirements.  The annual
provider monitoring visits focus primarily on documentation compliance. Yet, we found that
providers continue to have similar problems for two consecutive years.

Furthermore, provider monitoring does not address whether medical treatment and
referrals are necessary as required by federal waiver guidelines. Therefore, DHH’s monitoring
efforts do not fully ensure that patients are receiving appropriate care.

Recommendation 3:  DHH should establish a formal process to monitor Birch & Davis’
annual monitoring and validation visits to ensure that all contract and waiver requirements are
met.

Management's Response:  The department partially agrees.  The department
recognizes that going from a small program of 43,000 enrollees to a statewide program of
more than 500,000 enrollees would require more formal accountability processes.  The
department says it is developing a database to formalize its review of the Birch & Davis
contract.

Recommendation 4:  DHH should clearly define and begin monitoring the appropriateness
of treatment and referrals.

Management's Response:  The department partially agrees.  The department
states that PCCM programs use the primary care physician as the health care decision-
maker.  It is not the purpose of CommunityCARE to supplant the medical judgment of
the PCP.  The pending statewide expansion incorporates a number of quality indicators
based on nationally recognized standards for disease management.
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Recommendation 5:  DHH should evaluate the value of the monitoring activities currently
conducted by the contractor to determine how the process could be more beneficial to recipient
care.

Management's Response:  The department agrees.  The department states that
it has begun to incorporate additional monitoring and to establish quality indicators
based on nationally recognized standards for disease management.  On-site monitoring
will continue to check to see if providers are adhering to administrative procedures,
clinical guidelines, and appropriate corrective actions when compliance problems are
found.

DHH Has Not Established a Formal Process to Monitor the Birch &
Davis Contract

DHH does not review or verify data in reports produced by its contractor or ensure that
the reports are received timely.  DHH contracts with Birch & Davis to do actual site visits to
monitor the physicians who provide services in the CommunityCARE program.  As a state
agency contracting with a private corporation, DHH has the responsibility to monitor Birch &
Davis’ performance and to ensure that contract requirements are met. The CommunityCARE
program manager said they do not follow any particular method to monitor the contract or verify
the dates and contents of the reports received from Birch & Davis. She also said this deficiency
exists because they do not have the time or adequate staff to perform thorough monitoring.

According to its contract with Birch & Davis, DHH is required to review the monthly
reports Birch & Davis generates to document compliance with the contractual work plan
agreement.  In addition, the contract requires DHH to assess liquidated damages in order to
assure the timely completion of contractual duties.  For example, the contract requires that DHH
assess $50 per day per report for late submission of reports.  DHH receives 11 standard reports
from Birch & Davis.  In addition, DHH receives certification, annual, and validation visit reports
each month.  However, the CommunityCARE program manager was not aware of which reports
are received on a monthly basis.  In addition, DHH does not have a system to record the dates
reports are received.  Without this information, DHH cannot hold the contractor to the dates that
reports are due.

The contract also requires that DHH assess $500 per day when monitoring activities are
not conducted timely.  DHH officials initially reported that they were not sure how to determine
if all monitoring visits have been conducted in a given year and that they do not routinely check.
The program manager later stated that they can tell this information through the reports sent
from the contractor; however, we had already noted the lack of awareness of the reports
received.

Since DHH is not aware of the receipt of reports each month or if the monitoring
activities have occurred timely, they are also not aware if liquidated damages could have been
assessed.  As a result, the department may not have collected penalties that could have been
withheld from payments to the contractor. Yet, the department has little assurance that the
contractor provided services as required.  However, we found no evidence that the department
missed the opportunity to assess liquidated damages for the period we examined.
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DHH’s Monitoring Efforts Have Little Impact on Ensuring Provider
Compliance

Despite the monitoring efforts of DHH and its contractor, Birch & Davis,
CommunityCARE providers tend to have the same or similar problems over time. The waiver
requires DHH to have a system to periodically review CommunityCARE providers.  DHH
reported that the annual monitoring visits done by Birch & Davis fulfill these monitoring
requirements.

We attended two routine site visits with Birch & Davis monitors of CommunityCARE
providers and found that Birch & Davis focuses on reviewing documentation of services
provided. The most common deficiency found was in the area of medical history documentation.
For example, this deficiency is noted when the provider fails to write the patient’s family and
surgical history, menstrual history, or obstetrical history in the medical record.

Our review of files for 296 monitoring visits done in 1999 and 2000 by Birch & Davis on
behalf of DHH showed that 184 (62%) providers had some type of documentation compliance
deficiency.  Of the 184 providers with deficiencies, 165 had to submit a corrective action plan
detailing how they would correct the problems.  Once the corrective action plan is approved,
Birch & Davis conducts a follow-up or “validation visit” to ensure all identified deficiencies
were corrected.  Exhibit 6 below shows that of the 165 providers requiring validation visits, 91
(55%) continued to have similar types of deficiencies.

Exhibit 6

Comparison of Outcomes of Initial and Validation Visits
Calendar Years 1999 and 2000
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Source:  Prepared by legislative auditor’s staff using the results of our file review at Birch & Davis.
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We also reviewed providers that were monitored consecutively in 1999 and 2000.  Of the
118 providers monitored in both years, we found that almost half (57 or 48%) continued to
demonstrate the same or similar problems after two years of monitoring and educational efforts
by Birch & Davis.  The high rate of repeated problems shows that the monitoring efforts do not
have a significant impact on ensuring provider compliance.

DHH may not actually hold providers accountable for the deficiencies because DHH
wants to keep satisfied providers in the program. The deficiencies identified by monitoring are
generally minor such as the doctor failing to record the menstrual history of the patient.
However, DHH is spending time and money to monitor providers in areas that may not affect
patient care and that do not aid DHH in meeting its program goals outlined earlier.  Furthermore,
monitoring only for documentation compliance after the fact does not significantly impact
quality or appropriateness of care.  The current process may even discourage some providers
from participating in the CommunityCARE program.

DHH’s Monitoring of Providers Does Not Ensure Appropriateness
of Patient Treatment

Both DHH and Birch & Davis reported that they do not check for appropriateness of
treatment stating, “we cannot tell doctors how to practice medicine.”   However, in the
1997-1999 waiver renewal, DHH proposed to perform a  “. . . review of the medical records in
conjunction with claims history by nurses during the site monitoring visits, including
examination of referrals and appropriate follow-up for diagnoses identified in medical
records/history.”  However, we saw no evidence of monitoring for appropriateness of
treatment during the site visits attended by the audit team.

The waiver requires that DHH explain how it will monitor providers for appropriateness
of patient care, including the following aspects:

• Appropriateness of treatment with diagnosis

• Appropriateness of treatment with outcomes

• Appropriateness of referrals

Birch & Davis employs nurses to conduct annual monitoring visits.  These nurses
primarily check providers for compliance with documentation requirements. During these visits,
the nurse reviews administrative procedures and medical documentation such as medical history,
proof of immunization, and documentation to support paid claims.  However, the nurses do not
review medical records to ensure that the services/treatments received were appropriate for the
patient.
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The CommunityCARE program manager at DHH reported that Birch & Davis does not
actually follow up on diagnoses, outcomes or referrals but simply checks for the documentation.
DHH’s Surveillance and Utilization Review System (SURS) Unit checks for appropriateness of
treatment.  DHH further states in the waiver document that “. . . edits in the claims processing
system also check for diagnosis validity in conjunction with procedure code billed.”  According
to DHH/SURS officials, SURS meets this part of the appropriateness requirements because there
are flags established in the claims payment system.  For example, if a claim is submitted for a
pregnancy test on a male patient, the system would flag it to be further investigated.   However,
neither SURS nor CommunityCARE staff ensure that provider referrals are appropriate based on
diagnoses.  Determining whether services are appropriate is important in ensuring that
CommunityCARE providers are not providing unnecessary services.  Furthermore, since the
monitoring process focuses on documentation compliance rather than appropriateness of
treatment and referrals, DHH’s current monitoring efforts add limited value to patient care.
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Appendix A

Audit Scope and Methodology



Appendix A:  Scope and Methodology

This performance audit was conducted under the provisions of Title 24 of the Louisiana
Revised Statutes of 1950, as amended.  We followed the applicable generally accepted
government auditing standards as promulgated by the Comptroller General of the United States.
Work on this audit began in January 2001 and ended in September 2001.

Scope

The National State Auditors Association (NSAA) is conducting a national joint audit on
Medicaid managed care.  We originally planned to participate in the audit.  However, the NSAA
audit focuses on capitated, full-risk managed care arrangements and Louisiana does not have any
of these types of arrangements.  Therefore, we opted to focus on the only type of Medicaid
managed care that Louisiana currently has--a primary care case management (PCCM)
arrangement called CommunityCARE.  This audit covers all years since the implementation of
the CommunityCARE program, focusing specifically on calendar years 1999 and 2000.

Methodology

To gain an understanding of Medicaid managed care and the CommunityCARE program,
we completed the following procedures:

• Reviewed information on Medicaid Managed Care, Rural Health Care,
other Southern Legislative Conference States Medicaid programs, and the
CommunityCARE program

• Reviewed federal and state laws and regulations on Medicaid

• Reviewed other states audit reports on Medicaid, as well as audit reports
by the Financial and Compliance Division of the Office of the Legislative
Auditor

• Reviewed 1997 and 2000 1915(b) waiver renewal proposals submitted to
HCFA by DHH

• Contacted legislative staff regarding any legislative concerns

• Reviewed the MMIS (Medicaid Management Information Systems)
system and its controls

• Interviewed DHH, CommunityCARE, SURS, and Birch & Davis officials
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To determine whether DHH and Birch & Davis’ monitoring efforts ensure that certain
program requirements are met:

• Reviewed Birch & Davis’ most recent Request for Proposal, contract, and
work plan

• Obtained and reviewed one year of Birch & Davis’ monthly reports used
by DHH to monitor Birch & Davis

• Accompanied Birch & Davis’ nurses on two site visits to observe Birch &
Davis’ monitoring of providers

• Reviewed all Birch & Davis’ provider files for monitoring visits
conducted in calendar year 1999 and 2000

• Contacted other states with PCCM programs to determine their monitoring
efforts for their programs

To determine if CommunityCARE is meeting its goals of cost savings and appropriate
utilization of health services:

• Analyzed DHH’s methodology for the three waiver periods

• Prepared estimates of cost expenditures and savings figures for the
expansion of CommunityCARE statewide

• Used special audit software to generate three samples of 1,000
CommunityCARE and Non-CommunityCARE TANF recipients who
were diagnosed with upper respiratory infection, urinary tract infection,
and bronchitis, then analyzed emergency room doctor usage by each group

• Used monthly utilization review reports to identify those providers who
are considered to have potentially over-utilized services

• Contacted other states with PCCM programs to determine their
methodology used to determine cost effectiveness and how they dealt with
problems of potential over-utilization

Other Work Performed

We performed other procedures that we considered necessary to address the audit
objectives.  These other procedures included data collection, interviews, analyses, and
comparisons.
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Appendix B:  Number of Primary Care Physicians,
by Parish and Specialty
As of January 2001

Parish
Family
Practice

General
Practice

Infectious
Disease

Internal
Medicine

Obstetrics &
Gynecology Pediatrics Total

Acadia 14 4 0 6 3 4 31

Allen 5 1 0 4 0 3 13

Ascension 12 6 0 12 0 3 33

Assumption 5 2 0 0 0 0 7

Avoyelles 7 5 0 3 0 0 15

Beauregard 7 1 0 4 3 1 16

Bienville 1 0 0 1 0 0 2

Bossier 20 2 0 29 8 10 69

Caddo 75 9 2 231 55 81 453

Calcasieu 55 8 0 71 28 24 186

Caldwell 3 1 0 3 0 0 7

Cameron 1 0 0 1 0 0 2

Catahoula 2 1 0 2 0 0 5

Claiborne 9 1 0 1 0 1 12

Concordia 4 2 0 5 2 0 13

DeSoto 1 3 0 1 1 1 7

East Baton
Rouge

91 46 1 209 91 97 535

East Carroll 2 1 0 3 0 1 7

East Feliciana 4 8 0 1 1 0 14

Evangeline 4 8 0 10 4 3 29

Franklin 3 0 0 1 0 1 5

Grant 2 1 0 0 1 0 4

Iberia 18 10 0 13 8 11 60

Iberville 8 2 0 8 1 3 22

Jackson 1 0 0 4 0 1 6

Jefferson 59 28 5 364 109 129 694
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Parish
Family
Practice

General
Practice

Infectious
Disease

Internal
Medicine

Obstetrics &
Gynecology Pediatrics Total

Jefferson Davis 3 5 0 8 3 2 21

Lafayette 39 20 0 99 42 39 239

Lafourche 24 9 0 22 11 7 73

LaSalle 2 2 0 3 0 0 7

Lincoln 7 2 0 11 3 4 27

Livingston 8 1 0 0 0 1 10

Madison 0 2 0 1 0 1 4

Morehouse 7 5 0 6 3 2 23

Natchitoches 6 4 0 9 4 6 29

Orleans 66 30 3 449 116 206 870

Ouachita 43 17 1 80 23 35 199

Plaquemines 2 2 0 2 0 0 6

Pointe Coupee 9 3 0 2 1 0 15

Rapides 43 3 0 69 20 28 163

Red River 1 1 0 1 0 1 4

Richland 7 2 0 4 2 0 15

Sabine 4 2 0 5 0 1 12

St. Bernard 1 3 0 17 3 4 28

St. Charles 4 1 0 4 1 5 15

St. Helena 3 2 0 0 0 0 5

St. James 6 1 0 3 1 2 13

St. John 6 1 0 8 4 3 22

St. Landry 22 8 0 20 11 13 74

St. Martin 6 1 0 1 0 0 8

St. Mary 13 2 0 7 7 4 33

St. Tammany 34 13 1 127 35 54 264

Tangipahoa 21 5 0 23 9 11 69

Tensas 0 2 0 0 0 0 2

Terrebonne 9 8 0 31 15 15 78
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Parish
Family
Practice

General
Practice

Infectious
Disease

Internal
Medicine

Obstetrics &
Gynecology Pediatrics Total

Union 1 3 0 4 0 0 8

Vermilion 5 5 0 5 2 5 22

Vernon 2 3 0 10 1 2 18

Washington 11 8 0 10 2 3 34

Webster 10 4 0 5 3 2 24

West Baton
Rouge

3 0 0 1 0 1 5

West Carroll 1 1 0 3 0 1 6

West Feliciana 3 2 0 3 0 1 9

Winn 2 3 0 2 0 1 8
Total for CommunityCARE Parishes 244*

Grand Total 847 336 13 2,042 637 834 4,709

Represents CommunityCARE parishes

*There are a total of 244 providers in the CommunityCARE parishes.  A total of 238 (98%) of those providers are
participating in the CommunityCARE program.

Source: Prepared by legislative auditor’s staff using data from the Louisiana Board of Medical Examiners as of
January 2001.
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Appendix C

Department of Health
and Hospitals’ Response


















































































